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CONPIDENTIAL ROME 7465 

LIMDIS GREENBACK 

E.O. 1 1652: GDS 
TAGSGC EPIN, IT 

SUBJECT: EXCHANGE MARKET DEVELOPMENTS 

1 . THE DOLLAR HAD ANOTHER POSITIVE DAY TODAY (APRIL 21) 

AGAINST THE LIRA. IT CLOSED AT 867.55, UP PROM YESTERDAY'S 
865.35. THE BANK OP ITALY SUPPORTED THE LIRA POR A 

SMALL AMOUNT, AND ACTIVITY WAS PAIRLY HEAVY FOR FRIDAY. 

2. IT APPEARS THAT THE STRENGTHENING OP THE DOLLAR 
DURING THE PAST TWO DAYS HAS TRIGGERED COMMERICAL BANKS 
TO UNWIND PART OF THEIR POREIGN POSITION. WHILE THERE 

ARE NO HARD PACTS TO SUBSTANTIATE THIS, IT IS THE "FEEL" 

OF THE BANK OP ITALY THAT THIS HAS BEEN ONE SOURCE OP 
INCREASED DEMAND POR DOLLARS. GIVEN THE IMPORTANCE OF 
EXCHANGE RATE EXPECTATIONS IN DETERMINING THE LEVEL OP 
POREIGN BORROWING BY COMMERICAL BANKS, A PARTIAL 
UNWINDING OP THEIR POREIGN POSITION IN THE PACE OP A 
STRENGTHENING DOLLAR WOULD APPEAR TO BE A NATURAL 
CONSEQUENCE. GARDNER 

CONPIDENTIAL 
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